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SUBJECT: CONCEPTUAL FRAMEWORK FOR A NEW PANAMA CANAL TREATY 

REF: TELCON PRICE/NADEAU 

1 . UNDERSTAND FROM REF THAT NEGOTIATORS NOT PLANNING CABLE 
NEW CONCEPTUAL FRAMEWORK AS IT IS THE SAME AS DOCUMENT PRE- 
PARED IN WASHINGTON WITH EXCEPTION OF NEW PARAGRAPH TO 

BE ADDED ON PRIVATE BUSINESSES WHICH PRICE DICTATED OVER 
PHONE. 

2. THEREFORE, CONCEPTUAL FRAMEWORK WITH NEW PARAGRAPH IS 
AS FOLLOWS: 

BEGIN QUOTE: CANAL OPERATION. THE UNITED STATES SHALL 
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HAVE RESPONSIBILITY FOR CANAL OPERATIONS DURING THE TERM 
OF THE TREATY. IT SHALL POSSESS ALL NECESSARY RIGHTS AND 
SHALL ACT THROUGH A UNITED STATES GOVERNMENT AGENCY WHICH 
WILL REPLACE THE PANAMA CANAL COMPANY. A POLICY LEVEL 
BOARD OF FIVE AMERICANS AND FOUR PANAMANIANS WILL SERVE 
AS THE BOARD OF DIRECTORS. UNTIL 1990, THE CANAL ADMINIS- 
TRATOR WILL BE AN AMERICAN AND THE DEPUTY ADMINISTRATOR A 
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PANAMANIAN. THEREAFTER, THE ADMINISTRATOR WILL BE PANAMAN- 
IAN AND THE DEPUTY, AMERICAN. PANAMANIAN BOARD MEMBERS 
AND THE PANAMANIAN DEPUTY ADMINISTRATOR/ADMINISTRATOR WILL 

BE PROPOSED BY PANAMA AND APPOINTED BY THE UNITED STATES. 
PANAMANIANS WILL PARTICIPATE INCREASINGLY IN THE CANAL'S 
OPERATIONS AT ALL LEVELS. 

- JURISDICTION. PANAMA WILL ASSUME GENERAL TERRITORIAL 
JURISDICTION OVER THE PRESENT CANAL ZONE AT THE TREATY’S 
START. UNITED STATES CRIMINAL JURISDICTION OVER ITS 
NATIONALS WILL BE PHASED DOWN DURING THE FIRST THREE 
YEARS OF THE TREATY. THEREAFTER, PANAMA WILL EXERCISE 
CRIMINAL JURISDICTION WITH THE UNDERSTANDING THAT IT WILL 
WAIVE JURISDICTION IN SPECIFIED INSTANCES. US CITIZEN 
EMPLOYEES AND THEIR DEPENDENTS CHARGED WITH CRIMES WILL 
BE ENTITLED TO PROCEDURAL GUARANTEES AND WILL BE PERMITTED 
TO SERVE ANY SENTENCES IN THE UNITED STATES IN ACCORDANCE 
WITH A RECIPROCAL ARRANGEMENT. 

- CANAL DEFENSE. THE UNITED STATES SHALL HAVE PRIMARY 
RESPONSIBILITY FOR THE CANAL S DEFENSE DURING THE TREATY'S 
TERM. PANAMA WILL PARTICIPATE. A STATUS OF FORCES AGREE- 
MENT SIMILAR TO SUCH AGREEMENTS ELSEWHERE WILL COVER THE 
ACTIVITIES AND PRESENCE OF OUR MILITARY FORCES. 
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- CANAL OPERATING AND DEFENSE AREAS. THE CANAL ZONE WILL 
CEASE TO EXIST AT THE TREATY'S START. THE UNITED STATES 
WILL CONTINUE TO HAVE ACCESS TO AND THE RIGHTS TO USE ALT. 

LAND AND WATER AREAS AND INSTALLATIONS NECESSARY FOR THE 
OPERATION, MAINTENANCE AND DEFENSE OF THE CANAL DURING THE 
TREATY PERIOD. DISPOSAL OF UNITED STATES BASES AND FACILI- 
TIES UNDER UNITED STATES CONTROL WILL BE AT OUR DISCRETION. 

USE OF OVER HALF OF THE AREA OF THE PRESENT CANAL ZONE 
WILL PASS TO PANAMA WHEN THE TREATY ENTERS INTO FORCE. 

A JOINT AUTHORITY WILL COORDINATE PORT AND RAILROAD 
ACTIVITIES. 

- DURATION. THE BASIC TREATY WILL TERMINATE ON 
DECEMBER 31, 1999. OUR MILITARY PRESENCE WILL CEASE BY 
THE TREATY'S END. 

- NEUTRALITY. PANAMA AND THE UNITED STATES WILL MAINTAIN 
A REGIME PROVIDING FOR THE PERMANENT NEUTRALITY OF THE 
CANAL INCLUDING NON DISCRIMINATORY ACCESS AND TOLLS FOR 
MERCHANT AND NAVAL VESSELS OF ALL NATIONS. UNITED STATES 
AND PANAMANIAN WARSHIPS WILL ENJOY EXPEDITIOUS PASSAGE OF 
THE CANAL AT ALL TIMES. OUR FREEDOM OF ACTION TO MAIN- 
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TAIN THE CANAL'S NEUTRALITY IS NOT LIMITED BY THE TREATY. 

- ECONOMIC ARRANGEMENTS. DURING THE TREATY'S LIFE THE 
UNITED STATES WILL MAKE AN ANNUAL PAYMENT TO PANAMA FROM 

TOLL REVENUES OF 30 CENTS (TO BE ADJUSTED PERIODICALLY 
FOR INFLATION) PER PANAMA CANAL TON TRANSITING THE CANAL. 

THE UNITED STATES WILL ALSO PAY PANAMA A FIXED SUM OF DOLS 
10 MILLION PER ANNUM, PLUS AN ADDITIONAL DOLS 10 MILLION 
IF CANAL REVENUES PERMIT. IN ADDITION. THE UNITED STATES 
WILL UNDERTAKE, OUTSIDE THE TREATY, TO ARRANGE AN ECONOMIC 
PROGRAM OF DOLS 295 MILLION TO BE IMPLEMENTED BY SEPARATE 
ECONOMIC AGREEMENTS INVOLVING LOANS AND GUARANTEES. 

FINALLY, AN ARRANGEMENT IS BEING EXPLORED OUTSIDE THE 
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TREATY TO PROVIDE PANAMA WITH A MILITARY ASSISTANCE 
PROGRAM, AS DETERMINED BETWEEN THE TWO GOVERNMENTS THROUGH 
REGULAR MECHANISMS. 

- US CITIZEN EMPLOYEES. NEW EMPLOYEES WILL GENERALLY 
BE ROTATED EVERY FIVE YEARS. PRESENT EMPLOYEES OF THE 
CANAL COMPANY AND CANAL ZONE GOVERNMENT MAY CONTINUE TO 
WORK FOR THE NEW AGENCY UNTIL THEIR RETIREMENT OR UNTIL 
THE TERMINATION OF THEIR EMPLOYMENT FOR ANY OTHER REASON. 

THE PRESENT NUMBER OF SUCH EMPLOYEES WILL BE REDUCED 

20 PERCENT DURING THE FIRST FIVE YEARS OF THE TREATY. 

ANY EMPLOYEE WHOSE JOB IS ADVERSELY AFFECTED BY THE TREATY 
SHALL RECEIVE JOB PLACEMENT PRIORITY IN ACCORDANCE WITH 
CIVIL SERVICE RULES. ALL WILL ENJOY RIGHTS AND PROTEC- 
TIONS SIMILAR TO THOSE OF UNITED STATES GOVERNMENT 
EMPLOYEES ELSEWHERE ABROAD. PRESENT EMPLOYEES WILL HAVE 
ACCESS TO MILITARY POSTAL, PX AND COMMISSARY FACILITIES 
FOR THE FIRST FIVE YEARS OF THE TREATY. 

- LABOR. TERMS AND CONDITIONS OF EMPLOYMENT WILL GEN- 
ERALLY BE NO LESS FAVORABLE TO PERSONS ALREADY EMPLOYED 
THAN THOSE IN FORCE IMMEDIATELY PRIOR TO THE START OF THE 
TREATY. WHILE HIRING POLICY WILL PROVIDE PREFERENCES FOR 
PANAMANIAN APPLICANTS, NO EMPLOYEE SHALL LOSE HIS OR HER 
EMPLOYMENT BECAUSE OF NATIONALITY, SEX OR RACE. WITH 
REGARD TO BASIC WAGES THERE SHALL BE NO DISCRIMINATION ON 
THE BASIS OF NATIONALITY, SEX OR RACE. THE UNITED STATES 
WILL PROVIDE AN APPROPRIATE EARLY RETIREMENT PROGRAM. 

PERSONS EMPLOYED IN ACTIVITIES TRANSFERRED TO PANAMA WILL 
TO THE MAXIMUM EXTENT POSSIBLE BE RETAINED BY PANAMA. 

PANAMA AND THE UNITED STATES WILL COOPERATE IN PROVIDING 
APPROPRIATE HEALTH AND RETIREMENT PROGRAMS. 
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- SEA-LEVEL CANAL. PANAMA AND THE UNITED STATES COMMIT 
THEMSELVES JOINTLY TO STUDY THE FEASIBILITY OF A SEA- 
LEVEL CANAL AND. IF THEY AGREE THAT SUCH CANAL IS NECES- 
SARY. TO NEGOTIATE MUTUALLY AGREEABLE TERMS FOR ITS CON- 
STRUCTION. 

-PRIVATE BUSINESSES. UNDER THE TREATY AMERICAN BUSINESSES 
AND NON-PROFIT ACTIVITIES WILL BE ABLE TO CONTINUE THEIR 
OPERATIONS IN THE PRESENT CANAL ZONE ON THE SAME TERMS 
AND CONDITIONS APPLICABLE TO SIMILAR BUSINESSES AND 
ACTIVITIES ELSEWHERE IN PANAMA. CHRISTOPHER 
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TAGS: PFOR, PN 

SUBJECT: CONCEPTUAL FRAMEWORK FOR A NEW PANAMA CANAL TREATY 

REF: TELCON PRICE/NADEAU 

1 . UNDERSTAND FROM REF THAT NEGOTIATORS NOT PLANNING CABLE 
NEW CONCEPTUAL FRAMEWORK AS IT IS THE SAME AS DOCUMENT PRE- 
PARED IN WASHINGTON WITH EXCEPTION OF NEW PARAGRAPH TO 
BE ADDED ON PRIVATE BUSINESSES WHICH PRICE DICTATED OVER 
PHONE. 
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2. THEREFORE, CONCEPTUAL FRAMEWORK WITH NEW PARAGRAPH IS 
AS FOLLOWS: 

BEGIN QUOTE: CANAL OPERATION. THE UNITED STATES SHALL 
HAVE RESPONSIBILITY FOR CANAL OPERATIONS DURING THE TERM 
OF THE TREATY. IT SHALL POSSESS ALL NECESSARY RIGHTS AND 
SHALL ACT THROUGH A UNITED STATES GOVERNMENT AGENCY WHICH 
WILL REPLACE THE PANAMA CANAL COMPANY. A POLICY LEVEL 
BOARD OF FIVE AMERICANS AND FOUR PANAMANIANS WILL SERVE 
AS THE BOARD OF DIRECTORS. UNTIL 1990, THE CANAL ADMINIS- 
TRATOR WILL BE AN AMERICAN AND THE DEPUTY ADMINISTRATOR A 
PANAMANIAN. THEREAFTER, THE ADMINISTRATOR WILL BE PANAMAN- 
IAN AND THE DEPUTY, AMERICAN. PANAMANIAN BOARD MEMBERS 
AND THE PANAMANIAN DEPUTY ADMINISTRATOR/ADMINISTRATOR WILL 

BE PROPOSED BY PANAMA AND APPOINTED BY THE UNITED STATES. 
PANAMANIANS WILL PARTICIPATE INCREASINGLY IN THE CANAL'S 
OPERATIONS AT ALL LEVELS. 

- JURISDICTION. PANAMA WILL ASSUME GENERAL TERRITORIAL 
JURISDICTION OVER THE PRESENT CANAL ZONE AT THE TREATY’S 
START. UNITED STATES CRIMINAL JURISDICTION OVER ITS 
NATIONALS WILL BE PHASED DOWN DURING THE FIRST THREE 
YEARS OF THE TREATY. THEREAFTER, PANAMA WILL EXERCISE 
CRIMINAL JURISDICTION WITH THE UNDERSTANDING THAT IT WILL 
WAIVE JURISDICTION IN SPECIFIED INSTANCES. US CITIZEN 
EMPLOYEES AND THEIR DEPENDENTS CHARGED WITH CRIMES WILL 
BE ENTITLED TO PROCEDURAL GUARANTEES AND WILL BE PERMITTED 
TO SERVE ANY SENTENCES IN THE UNITED STATES IN ACCORDANCE 
WITH A RECIPROCAL ARRANGEMENT. 

- CANAL DEFENSE. THE UNITED STATES SHALL HAVE PRIMARY 
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RESPONSIBILITY FOR THE CANAL S DEFENSE DURING THE TREATY'S 
TERM. PANAMA WILL PARTICIPATE. A STATUS OF FORCES AGREE- 
MENT SIMILAR TO SUCH AGREEMENTS ELSEWHERE WILL COVER THE 
ACTIVITIES AND PRESENCE OF OUR MILITARY FORCES. 

- CANAL OPERATING AND DEFENSE AREAS. THE CANAL ZONE WILL 
CEASE TO EXIST AT THE TREATY'S START. THE UNITED STATES 
WILL CONTINUE TO HAVE ACCESS TO AND THE RIGHTS TO USE ALL 
LAND AND WATER AREAS AND INSTALLATIONS NECESSARY FOR THE 
OPERATION, MAINTENANCE AND DEFENSE OF THE CANAL DURING THE 
TREATY PERIOD. DISPOSAL OF UNITED STATES BASES AND FACILI- 
TIES UNDER UNITED STATES CONTROL WILL BE AT OUR DISCRETION. 

USE OF OVER HALF OF THE AREA OF THE PRESENT CANAL ZONE 
WILL PASS TO PANAMA WHEN THE TREATY ENTERS INTO FORCE. 

A JOINT AUTHORITY WILL COORDINATE PORT AND RAILROAD 
ACTIVITIES. 

- DURATION. THE BASIC TREATY WILL TERMINATE ON 
DECEMBER 31, 1999. OUR MILITARY PRESENCE WILL CEASE BY 
THE TREATY'S END. 

- NEUTRALITY. PANAMA AND THE UNITED STATES WILL MAINTAIN 
A REGIME PROVIDING FOR THE PERMANENT NEUTRALITY OF THE 
CANAL INCLUDING NON DISCRIMINATORY ACCESS AND TOLLS FOR 
MERCHANT AND NAVAL VESSELS OF ALL NATIONS. UNITED STATES 
AND PANAMANIAN WARSHIPS WILL ENJOY EXPEDITIOUS PASSAGE OF 
THE CANAL AT ALL TIMES. OUR FREEDOM OF ACTION TO MAIN- 
TAIN THE CANAL’S NEUTRALITY IS NOT LIMITED BY THE TREATY. 

- ECONOMIC ARRANGEMENTS. DURING THE TREATY'S LIFE THE 
UNITED STATES WILL MAKE AN ANNUAL PAYMENT TO PANAMA FROM 

TOLL REVENUES OF 30 CENTS (TO BE ADJUSTED PERIODICALLY 
FOR INFLATION) PER PANAMA CANAL TON TRANSITING THE CANAL. 

THE UNITED STATES WILL ALSO PAY PANAMA A FIXED SUM OF DOLS 
10 MILLION PER ANNUM, PLUS AN ADDITIONAL DOLS 10 MILLION 
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IF CANAL REVENUES PERMIT. IN ADDITION, THE UNITED STATES 
WILL UNDERTAKE, OUTSIDE THE TREATY, TO ARRANGE AN ECONOMIC 
PROGRAM OF DOLS 295 MILLION TO BE IMPLEMENTED BY SEPARATE 
ECONOMIC AGREEMENTS INVOLVING LOANS AND GUARANTEES. 

FINALLY, AN ARRANGEMENT IS BEING EXPLORED OUTSIDE THE 
TREATY TO PROVIDE PANAMA WITH A MILITARY ASSISTANCE 
PROGRAM, AS DETERMINED BETWEEN THE TWO GOVERNMENTS THROUGH 
REGULAR MECHANISMS. 

- US CITIZEN EMPLOYEES. NEW EMPLOYEES WILL GENERALLY 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


BE ROTATED EVERY FIVE YEARS. PRESENT EMPLOYEES OF THE 
CANAL COMPANY AND CANAL ZONE GOVERNMENT MAY CONTINUE TO 
WORK FOR THE NEW AGENCY UNTIL THEIR RETIREMENT OR UNTIL 
THE TERMINATION OF THEIR EMPLOYMENT FOR ANY OTHER REASON. 
THE PRESENT NUMBER OF SUCH EMPLOYEES WILL BE REDUCED 
20 PERCENT DURING THE FIRST FIVE YEARS OF THE TREATY. 

ANY EMPLOYEE WHOSE JOB IS ADVERSELY AFFECTED BY THE TREATY 
SHALL RECEIVE JOB PLACEMENT PRIORITY IN ACCORDANCE WITH 
CIVIL SERVICE RULES. ALL WILL ENJOY RIGHTS AND PROTEC- 
TIONS SIMILAR TO THOSE OF UNITED STATES GOVERNMENT 
EMPLOYEES ELSEWHERE ABROAD. PRESENT EMPLOYEES WILL HAVE 
ACCESS TO MILITARY POSTAL, PX AND COMMISSARY FACILITIES 
FOR THE FIRST FIVE YEARS OF THE TREATY. 

- LABOR. TERMS AND CONDITIONS OF EMPLOYMENT WILL GEN- 
ERALLY BE NO LESS FAVORABLE TO PERSONS ALREADY EMPLOYED 
THAN THOSE IN FORCE IMMEDIATELY PRIOR TO THE START OF THE 
TREATY. WHILE HIRING POLICY WILL PROVIDE PREFERENCES FOR 
PANAMANIAN APPLICANTS, NO EMPLOYEE SHALL LOSE HIS OR HER 
EMPLOYMENT BECAUSE OF NATIONALITY, SEX OR RACE. WITH 
REGARD TO BASIC WAGES THERE SHALL BE NO DISCRIMINATION ON 
THE BASIS OF NATIONALITY, SEX OR RACE. THE UNITED STATES 
WILL PROVIDE AN APPROPRIATE EARLY RETIREMENT PROGRAM. 
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PERSONS EMPLOYED IN ACTIVITIES TRANSFERRED TO PANAMA WILL 
TO THE MAXIMUM EXTENT POSSIBLE BE RETAINED BY PANAMA. 
PANAMA AND THE UNITED STATES WILL COOPERATE IN PROVIDING 
APPROPRIATE HEALTH AND RETIREMENT PROGRAMS. 

- SEA-LEVEL CANAL. PANAMA AND THE UNITED STATES COMMIT 
THEMSELVES JOINTLY TO STUDY THE FEASIBILITY OF A SEA- 
LEVEL CANAL AND, IF THEY AGREE THAT SUCH CANAL IS NECES- 
SARY, TO NEGOTIATE MUTUALLY AGREEABLE TERMS FOR ITS CON- 
STRUCTION. 

-PRIVATE BUSINESSES. UNDER THE TREATY AMERICAN BUSINESSES 
AND NON-PROFIT ACTIVITIES WILL BE ABLE TO CONTINUE THEIR 
OPERATIONS IN THE PRESENT CANAL ZONE ON THE SAME TERMS 
AND CONDITIONS APPLICABLE TO SIMILAR BUSINESSES AND 
ACTIVITIES ELSEWHERE IN PANAMA. CHRISTOPHER 
UNQUOTE CHRISTOPHER 
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SUBJECT: CONCEPTUAL FRAMEWORK FOR A NEW PANAMA CANAL TREATY 

REF: TELCON PRICE/NADEAU 
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1 . UNDERSTAND FROM REF THAT NEGOTIATORS NOT PLANNING CABLE 
NEW CONCEPTUAL FRAMEWORK AS IT IS THE SAME AS DOCUMENT PRE- 
PARED IN WASHINGTON WITH EXCEPTION OF NEW PARAGRAPH TO 
BE ADDED ON PRIVATE BUSINESSES WHICH PRICE DICTATED OVER 
PHONE. 
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2. THEREFORE, CONCEPTUAL FRAMEWORK WITH NEW PARAGRAPH IS 
AS FOLLOWS: 

BEGIN QUOTE: CANAL OPERATION. THE UNITED STATES SHALL 
HAVE RESPONSIBILITY FOR CANAL OPERATIONS DURING THE TERM 
OF THE TREATY. IT SHALL POSSESS ALL NECESSARY RIGHTS AND 
SHALL ACT THROUGH A UNITED STATES GOVERNMENT AGENCY WHICH 
WILL REPLACE THE PANAMA CANAL COMPANY. A POLICY LEVEL 
BOARD OF FIVE AMERICANS AND FOUR PANAMANIANS WILL SERVE 
AS THE BOARD OF DIRECTORS. UNTIL 1990, THE CANAL ADMINIS- 
TRATOR WILL BE AN AMERICAN AND THE DEPUTY ADMINISTRATOR A 
PANAMANIAN. THEREAFTER, THE ADMINISTRATOR WILL BE PANAMAN- 
IAN AND THE DEPUTY, AMERICAN. PANAMANIAN BOARD MEMBERS 
AND THE PANAMANIAN DEPUTY ADMINISTRATOR/ADMINISTRATOR WILL 

BE PROPOSED BY PANAMA AND APPOINTED BY THE UNITED STATES. 
PANAMANIANS WILL PARTICIPATE INCREASINGLY IN THE CANAL'S 
OPERATIONS AT ALL LEVELS. 

- JURISDICTION. PANAMA WILL ASSUME GENERAL TERRITORIAL 
JURISDICTION OVER THE PRESENT CANAL ZONE AT THE TREATY’S 
START. UNITED STATES CRIMINAL JURISDICTION OVER ITS 
NATIONALS WILL BE PHASED DOWN DURING THE FIRST THREE 
YEARS OF THE TREATY. THEREAFTER, PANAMA WILL EXERCISE 
CRIMINAL JURISDICTION WITH THE UNDERSTANDING THAT IT WILL 
WAIVE JURISDICTION IN SPECIFIED INSTANCES. US CITIZEN 
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EMPLOYEES AND THEIR DEPENDENTS CHARGED WITH CRIMES WILL 
BE ENTITLED TO PROCEDURAL GUARANTEES AND WILL BE PERMITTED 
TO SERVE ANY SENTENCES IN THE UNITED STATES IN ACCORDANCE 
WITH A RECIPROCAL ARRANGEMENT. 

- CANAL DEFENSE. THE UNITED STATES SHALL HAVE PRIMARY 
RESPONSIBILITY FOR THE CANAL S DEFENSE DURING THE TREATY'S 
TERM. PANAMA WILL PARTICIPATE. A STATUS OF FORCES AGREE- 
MENT SIMILAR TO SUCH AGREEMENTS ELSEWHERE WILL COVER THE 
ACTIVITIES AND PRESENCE OF OUR MILITARY FORCES. 

- CANAL OPERATING AND DEFENSE AREAS. THE CANAL ZONE WILL 
CEASE TO EXIST AT THE TREATY'S START. THE UNITED STATES 
WILL CONTINUE TO HAVE ACCESS TO AND THE RIGHTS TO USE ALL 
LAND AND WATER AREAS AND INSTALLATIONS NECESSARY FOR THE 
OPERATION, MAINTENANCE AND DEFENSE OF THE CANAL DURING THE 
TREATY PERIOD. DISPOSAL OF UNITED STATES BASES AND FACILI- 
TIES UNDER UNITED STATES CONTROL WILL BE AT OUR DISCRETION. 

USE OF OVER HALF OF THE AREA OF THE PRESENT CANAL ZONE 
WILL PASS TO PANAMA WHEN THE TREATY ENTERS INTO FORCE. 

A JOINT AUTHORITY WILL COORDINATE PORT AND RATI, ROAD 
ACTIVITIES. 
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- DURATION. THE BASIC TREATY WILL TERMINATE ON 
DECEMBER 31, 1999. OUR MILITARY PRESENCE WILL CEASE BY 
THE TREATY'S END. 

- NEUTRALITY. PANAMA AND THE UNITED STATES WILL MAINTAIN 
A REGIME PROVIDING FOR THE PERMANENT NEUTRALITY OF THE 
CANAL INCLUDING NON DISCRIMINATORY ACCESS AND TOLLS FOR 
MERCHANT AND NAVAL VESSELS OF ALL NATIONS. UNITED STATES 
AND PANAMANIAN WARSHIPS WILL ENJOY EXPEDITIOUS PASSAGE OF 
THE CANAL AT ALL TIMES. OUR FREEDOM OF ACTION TO MAIN- 
TAIN THE CANAL’S NEUTRALITY IS NOT LIMITED BY THE TREATY. 

- ECONOMIC ARRANGEMENTS. DURING THE TREATY'S LIFE THE 
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UNITED STATES WILL MAKE AN ANNUAL PAYMENT TO PANAMA FROM 

TOLL REVENUES OF 30 CENTS (TO BE ADJUSTED PERIODICALLY 
FOR INFLATION) PER PANAMA CANAL TON TRANSITING THE CANAL. 

THE UNITED STATES WILL ALSO PAY PANAMA A FIXED SUM OF DOLS 
10 MILLION PER ANNUM, PLUS AN ADDITIONAL DOLS 10 MILLION 
IF CANAL REVENUES PERMIT. IN ADDITION, THE UNITED STATES 
WILL UNDERTAKE, OUTSIDE THE TREATY, TO ARRANGE AN ECONOMIC 
PROGRAM OF DOLS 295 MILLION TO BE IMPLEMENTED BY SEPARATE 
ECONOMIC AGREEMENTS INVOLVING LOANS AND GUARANTEES. 

FINALLY, AN ARRANGEMENT IS BEING EXPLORED OUTSIDE THE 
TREATY TO PROVIDE PANAMA WITH A MILITARY ASSISTANCE 
PROGRAM, AS DETERMINED BETWEEN THE TWO GOVERNMENTS THROUGH 
REGULAR MECHANISMS. 

- US CITIZEN EMPLOYEES. NEW EMPLOYEES WILL GENERALLY 
BE ROTATED EVERY FIVE YEARS. PRESENT EMPLOYEES OF THE 
CANAL COMPANY AND CANAL ZONE GOVERNMENT MAY CONTINUE TO 
WORK FOR THE NEW AGENCY UNTIL THEIR RETIREMENT OR UNTIL 
THE TERMINATION OF THEIR EMPLOYMENT FOR ANY OTHER REASON. 

THE PRESENT NUMBER OF SUCH EMPLOYEES WILL BE REDUCED 

20 PERCENT DURING THE FIRST FIVE YEARS OF THE TREATY. 

ANY EMPLOYEE WHOSE JOB IS ADVERSELY AFFECTED BY THE TREATY 
SHALL RECEIVE JOB PLACEMENT PRIORITY IN ACCORDANCE WITH 
CIVIL SERVICE RULES. ALL WILL ENJOY RIGHTS AND PROTEC- 
TIONS SIMILAR TO THOSE OF UNITED STATES GOVERNMENT 
EMPLOYEES ELSEWHERE ABROAD. PRESENT EMPLOYEES WILL HAVE 
ACCESS TO MILITARY POSTAL, PX AND COMMISSARY FACILITIES 
FOR THE FIRST FIVE YEARS OF THE TREATY. 

- LABOR. TERMS AND CONDITIONS OF EMPLOYMENT WILL GEN- 
ERALLY BE NO LESS FAVORABLE TO PERSONS ALREADY EMPLOYED 
THAN THOSE IN FORCE IMMEDIATELY PRIOR TO THE START OF THE 
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TREATY. WHILE HIRING POLICY WILT. PROVIDE PREFERENCES FOR 
PANAMANIAN APPLICANTS, NO EMPLOYEE SHALL LOSE HIS OR HER 
EMPLOYMENT BECAUSE OF NATIONALITY, SEX OR RACE. WITH 
REGARD TO BASIC WAGES THERE SHALL BE NO DISCRIMINATION ON 
THE BASIS OF NATIONALITY, SEX OR RACE. THE UNITED STATES 
WILL PROVIDE AN APPROPRIATE EARLY RETIREMENT PROGRAM. 
PERSONS EMPLOYED IN ACTIVITIES TRANSFERRED TO PANAMA WILL 
TO THE MAXIMUM EXTENT POSSIBLE BE RETAINED BY PANAMA. 
PANAMA AND THE UNITED STATES WILL COOPERATE IN PROVIDING 
APPROPRIATE HEALTH AND RETIREMENT PROGRAMS. 

- SEA-LEVEL CANAL. PANAMA AND THE UNITED STATES COMMIT 
THEMSELVES JOINTLY TO STUDY THE FEASIBILITY OF A SEA- 
LEVEL CANAL AND, IF THEY AGREE THAT SUCH CANAL IS NECES- 
SARY, TO NEGOTIATE MUTUALLY AGREEABLE TERMS FOR ITS CON- 
STRUCTION. 

-PRIVATE BUSINESSES. UNDER THE TREATY AMERICAN BUSINESSES 
AND NON-PROFIT ACTIVITIES WILL BE ABLE TO CONTINUE THEIR 
OPERATIONS IN THE PRESENT CANAL ZONE ON THE SAME TERMS 
AND CONDITIONS APPLICABLE TO SIMILAR BUSINESSES AND 
ACTIVITIES ELSEWHERE IN PANAMA. CHRISTOPHER 
UNQUOTE CHRISTOPHER UNQUOTE CHRISTOPHER 
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